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BEFORE THE

| LLI NO S COMMERCE COMM SSI ON

IN THE MATTER OF:
SAGE SPECTRUM, LLC

Application for a certificate
of local and interexchange
aut hority to operate as a
reseller and facilities-based
carrier of telecommunications
services throughout the State
of Illinois.

Chi cago, Illinois

Oct ober 7, 2008
Met, pursuant to notice, at

BEFORE:

N N N N N N N N N N N

No.

11: 00 a. m

08-0520

Ms. Bonita A. Benn, Adm nistrative Law Judge

APPEARANCES:

MS. DANI ELLE BURT

2020 K Street

Washi ngton, D.C. 20006
for the applicant;
(tel ephonically)

MS. KAREN CHANG
527 East Capitol Avenue
Springfield, Illinois 62701
for 1 CC staff.
(tel ephonically)

SULLI VAN REPORTI NG COMPANY, by
Franci sco E. Castafieda, CSR,
Li cense No. 084-004235
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Re - Re - By
W t nesses: Direct Cross direct cross Exam ner
ANDREW KARL 5 9 13

Number For ldentification In Evidence
Applicant's

Exhi bit No. 1 9

Exhi bit Nos. 3-8 26



ADM NI STRATI VE LAW JUDGE BENN: Pur suant to the
direction of the Illinois Commerce Conmm ssion, | now

call Docket No. 08-0520. This is Sage Spectrum LLC,
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an appli

cation for a certificate of |ocal and

i nterexchange authority to operate as a reseller

facilities-based carrier of telecomunications

services throughout

May |

appearances for the

MS.

BURT: Your

attorney at Bingham

Street,

Washi ngt on,

the State of
have the par
record.
Honor, this
McCut chen.

D.C. 20006.

[111nois.

ties enter their

is Danielle Burt

and

an

My address is 2020 K

ADM NI STRATI VE LAW JUDGE BENN: And,

Ms. McCutchen (sic),

practice in Illinois

MS.

ADM NI STRATI VE LAW JUDGE BENN

BURT: No,

do you have

?

your Honor.

licensed to practice?

MS.

st ate of

ADM NI STRATI VE LAW JUDGE BENN

whet her

BURT: | amlicensed to practice by the

a license to

Where are you

New York and by the District of Col umbia.

the state of

New Yor k or

the District

of

Are you aware
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Col unbi a has a reciprocal arrangenment which allows an
attorney to practice in Illinois?

MS. BURT: | cannot speak to New York, but |
believe the District of Columbia does.

ADM NI STRATI VE LAW JUDGE BENN: Okay. I n that
case, will you be entering your appearance
pro hoc vice today?

MS. BURT: Yes, your Honor, | am

ADM NI STRATI VE LAW JUDGE BENN: Okay. Can |
have the appearance of staff, please.

MS. CHANG: This is staff for Illinois Commerce
Comm ssi on. My name is Karen Chang. My office is
| ocated at 527 East Capitol Avenue, Springfield,
Il linois 62701.

ADM NI STRATI VE LAW JUDGE BENN: And, Ms. Chang,
do you have any objection to Ms. Burt appearing
pro hoc vice today?

MS. CHANG: Staff has no objection.

ADM NI STRATI VE LAW JUDGE BENN: It's ny
under standi ng, Ms. Burt, that you have M. Andrew
Karl set to appear today?

MS. BURT: Yes, your Honor.
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ADM NI STRATI VE LAW JUDGE BENN: M. Karl, |I'm
going to swear you in.
(W tness sworn.)
ADM NI STRATI VE LAW JUDGE BENN: OCkay.
Ms. Burt, you could proceed with your witness.
MS. BURT: Thank you, your Honor.
(Wtness previously sworn.)
ANDREW KARL,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON
BY

MS. BURT:

Q Woul d you pl ease state your nanme, position

and business address.

A My name is Andrew Karl. My title is
regul atory compliance manager of Sage Tel ecom, |Inc.
which will offer a Sage Spectrum LLC, under a
management agreement. My busi ness address is 805
Central Expressway, South Suite 100, Allen, Texas
75013.

Q Coul d you please briefly describe your
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responsibilities and background qualifications.

A My job responsibilities involve overseeing
the regulatory conmpliance issues of the applicant,
including certification, tariffs, reporting and
responding to regulatory information requests.

| received a bachelor's of business
adm ni stration and a mnor in accounting fromthe
Uni versity of North Texas in May 2006. | have seven
years of tel econmmuni cations experience in the areas
of customer service and regulatory affairs.

ADM NI STRATI VE LAW JUDGE BENN: Excuse ne,

Ms. Burt, I'"'msorry to interrupt you. Coul d you
pl ease have your wi tness repeat how many years.

MS. BURT: Yes, your Honor.

BY MS. BURT:

Q M. Karl, could you please indicate again
for the record how many years you have been working
in tel ecommuni cati ons.

A Sur e. | have seven years of
t el ecommuni cati on experience in customer service and
regul atory affairs.

ADM NI STRATI VE LAW JUDGE BENN: Thank you.
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MS. BURT: Thank you.
BY MS. BURT:

Q M. Karl, could you please state the
aut hority being sought in the instant proceedings.

A The applicant seeks to offer all fornms of
resold and facilities-based interexchange and | ocal
exchange tel ecommuni cati ons services throughout the
State of Illinois.

Whil e the applicant does not intend to
of fer prepaid service initially, applicant may offer
such services in the future; and, therefore, also
seeks authority to provide prepaid services.

Q M. Karl, do you have with you today a copy
of the document entitled Prefiled Testinony of Andrew
Karl on behalf of Sage Spectrum LLC?

A Yes, | do.

Q And was that document prepared by you or
under your direction?

A Yes, it was.

Q And if | were to ask you the questions that
are contained in that docunment today, would your

answers be the same; or, if not, do you have any
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corrections to make?
A My answers would be the sane.

Q Woul d you pl ease explain how Sage Spectrum,

LLC, will obtain new custoners?
A The applicant has not yet determned if
out bound telemarketing will be used in Illinois. | f

applicant does intend to use outbound tel emarketing,
then applicant will comply with all rules regarding
such.

Applicant's primary method of
mar keting will involve at |east of mailers that
generate inbound calls from perspective custonmers.

Q Thank you, M. Karl.

MS. BURT: | have no further direct questions
for this wtness. But | would ask that the prefiled
testinony that was filed on September 30th, 2008, be
received in evidence as if it were provided orally
t oday.

ADM NI STRATI VE LAW JUDGE BENN: Ms. Chang, do
you have any objection to entering the prefiled
testinony as Exhibit 1 to the record?

MS. CHANG: Staff has no objection, your Honor.
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(Whereupon, Applicant's Exhibit
No. 1 was marked for
identification.)
ADM NI STRATI VE LAW JUDGE BENN: OCkay. Then
"Il allow you to proceed with cross-exam nati on.
MS. CHANG: Ckay.

CROSS- EXAM NATI ON

BY
MS. CHANG:
Q M. Karl, this is Karen Chang. | have a

coupl e of questions.

You stated in your testinmony that you
have seven years -- |'m sorry.

Okay. M. Karl you said you have
seven years experience with telecommunications
services. How | ong have you been with Sage
Tel ecommuni cations, Incorporated?

A | have been with Sage Telecom Inc., for
seven years.

Q Okay. So the seven years you have in this
i ndustry is conpletely with Sage Telecom Inc.?

A That is correct.
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Q Okay. | was reading your testimny, and |
hope that you can help me paint a better picture of
this relationship.

You said the Sage Spectrum LLC, is
owned by Sage Hol dCo, LLC; is that correct?

A That is correct.

Q And then you said Sage Spectrum LLC, will
be operated by Sage Telecom, Inc.; is that correct
al so?

A That is correct.

Q So what is the relationship between Sage

Koho -- Hol dCo, LLC, and Sage Telecom Inc.?

A Well, just in regards to Sage Spectrum,
LLC, and Sage Telecom they are affiliates. They are
not direct affiliates, but both Sage -- the Hol dCo,

LLC, and Sage Telecom do have a parent that they do
share. It's very indirect; but, you know, in the
scheme of the relationship, they do share a comon
parent .

Q OCkay. And what woul d that parent be?

A | believe SP Sage Investnments, LLC.
Because Sage Telecom Inc.'s, parent is SP Sage, LLC.

10
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And both SP Sage, LLC, and Sage Spectrum Hol dCo both
share SP Sage Investments, LLC.

Q Okay. Are you famliar with this
consol idated financial statement that's filed with
this application?

A Yes, ma'am

Q Okay. Could you give to me this Sage

Tel ecom Inc., consolidated financi al statenent

including what all affiliates operations?
A The affiliates that are included in that
consolidated income statement, it would be Sage

Tel ecom 1Inc., and Sage Tel ecom of Texas LP. Sage
Tel ecom of Texas LP operations in Texas only. And
Sage Telecom, Inc., operates in ten other states.

Q And you say Sage Spectrum LLC, so far has

applied certificates in many states; is that correct?

A That is correct.
Q | f Sage Spectrum LLC, is granted a
certificate to operate here in Illinois, will it be

competing with Sage Telecom, 1Inc.?
A Sage Spectrum woul d not be competing with

Sage Telecom, Inc. The purpose of Sage Spectrum, LLC

11
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was initially created to -- for, like, the managenment
to start getting acquisitions from ot her conpanies,
and for those acquisitions to be under the Sage
Spectrum LLC. And also for Sage Spectrumto start
offering services, for instance, in the future, |ike
prepaid service, which Sage Telecom 1Inc., does not
currently do.

Q Okay. So your position, M. Karl, is
that -- are you -- please forgive ne. I'"'ma little
bit confused.

A Okay.

Q You are the regulatory conpliance person
for Sage Spectrum LLC; is that correct?

A No, that is not correct. | am t he
regul atory conmpliance manager of Sage Telecom, 1Inc.

Q Okay. And what position are you in Sage
Spectrum LLC?

A | am not an enpl oyee of Sage Spectrum LLC.

Q Okay. So what you have answered in ny
gquestion earlier, you are saying that Sage Tel ecom
I nc., has a strategy and that strategy is to have
Sage Spectrum LLC, establish to -- for future

12
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acqui sitions?

A Correct. They would acquire customers from
ot her conmpani es. And anot her thing, they would also
be in different types of market that Sage Tel ecom,
Inc., is not currently in.

Q Okay. Wth this consolidated financi al
statenment ended in December 2007, it's been nine
mont hs ol d, are you aware of any significant change
of their financial condition since Decenmber of 2007?

A No, |I'm not aware of any significant
financial difference fromthe end of December 2007
until now.

MS. CHANG: OCkay. This is all the questions |
have, your Honor.

ADM NI STRATI VE LAW JUDGE BENN: Okay. | have a
few questions of my own. G ve ne one second.

EXAM NATI ON
BY
ADM NI STRATI VE LAW JUDGE BENN

Q Ckay. M. Karl? M. Karl, can you hear
me?

A Yes, | can hear you.

13
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Q Ckay. | understand from the application
that the conpany is seeking authority to provide
tel ecommuni cati ons services pursuant to
Sections 13-403, 13-404 and 13-405 of the Public
Utilities Act; is that correct?

A That is correct.

Q And pursuant to the Section 13-404, does
t he conpany plan to resell both |ocal and
i nterexchange services?

A That is correct.

Q Okay. WIIl the corporate name on the
certificate be the same name as stating on the
application, which is Sage Spectrum LLC?

A That is correct.

Q And we've discussed a number of other

compani es, a parent company and another subsidiary.

Is it my understanding today that there will be no
assunmed or doing business as nanes within the
corporation?

A That is correct.

Q Okay. MVhere is your -- where is the LLC

i ncorporated?

14
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A It is incorporated in Del aware.

Q And where does Sage Spectrum LLC, intend
to maintain its books and records?

A It would be in Texas.

Q In Texas?

A Correct.

Q Is the corporate seeking perm ssion to
mai ntain those books and records outside of Illinois
and in Texas pursuant to Illinois -- excuse me. 83

1 1inois Adm nistrative Code Part 2507

A That is correct.

Q In addition, is Sage Spectrum LLC, is
seeking a waiver pursuant to Part 710 of the Uniform
Systens of Accounts for telecomunications carriers?

A That is correct.

Q As well as Part 735, which is the
procedures for governing the establishment of credit,
billing deposits, term nation of service, and
i ssuance of telephone directories?

A That is correct.

Q Al so, with regard to the |ocal exchange
services you're seeking, is the corporation also

15
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seeking a variance from Section 735.180 of Part 735
of the Code?

A That is correct.

Q And will the applicant be making
arrangements with the local conmpany to list its
customers in its directories?

A That is correct.

Q Okay. WII Sage Spectrum LLC, be
providing its own technical support, or will you be
usi ng an outside service?

A In terms of technical support, do you mean

li ke actual technicians?

Q Yes.

A We woul d use the ILECs' technicians for
t hat .

Q | LECs? Could you expand on what type of
techni cal support you'll be seeking fromthem?

A Sur e.

For instance, for AT&T of Illinois, we

woul d use -- their technicians would actually be

di spatched to the customer's | ocation.

It would be the enpl oyees of Sage

16
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Spectrum that will actually run what they call a line

test, which is a mechanized |oop test, fromthe
office in Texas. And then from there, they would
di spatch through AT&T's user board and, you know,

confirm an appoi nt ment. But it would be the actual

AT&T technician that would show up at the custoner's

prem ses.

Q And wi |l Sage Spectrum be providing the
customer services for the conpany?

A It will be through Sage Telecom I nc.

Q Okay. So the customer service end wil
come through Sage Telecom Inc.?

A Correct.

Q And the testing of any of the technical --
for the technical support will take place by Sage
Spectrum LLC?

A Well, actually, that will be through Sage
Tel ecom

Q Okay. Through Sage Tel ecom?

A Correct. "' m sorry.

Q But the actual repair will be handl ed by

the | ocal company?

17
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A Correct.
Q Okay. One second.
Who's the customer service going to

handl e, again, please? |Is that Sage Spectrum, LLC?

A It will be Sage Telecom Inc. Sage
Tel ecom 1Inc., will provide custonmer service to Sage
Spectrum

Q And Sage Telecom will also handle the

testing for technical support?

A That is correct.

Q And the | ocal conpany will handle the
actual repair?

A Correct.

Q W Il Sage Spectrum, LLC, adhere to al
federal and state |laws and regul ati ons regarding
sl amm ng and cramm ng?

A That is correct.

Q Wth regard to the managerial officers that
you provided as part of Exhibit D to the
application --

A Yes, m'am

Q -- can you tell nme if these officers and

18
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managers are enpl oyees of Sage Spectrum, LLC, or are
t hey enpl oyees of Sage Telecom, Inc.?

A They are enpl oyees of Sage Telecom |Inc.

Q And in your prefiled testinmny, you
mentioned that there -- that these enployees are
operating -- will operate Sage Spectrum, LLC,
pursuant to managenent agreement.

A That is correct.

Q If you know, could you give nme a brief
narrative of the management agreement between Sage
Tel ecom, | ncorporated, and Sage Spectrum, LLC?

A From one |'m aware of, the management
agreement will provide managenent services and sone
initial financial support from Sage Telecom 1Inc., to
Sage Spectrum for a period of about a year. And then
fromthen, it will just be customer service and

operational and marketing support as well.

Q And who will be the managers and technical
officers after that one-year period? Who will handle
t hat ?

A | believe it would still be through Sage

Tel ecom | nc.

19
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Q WIIl --

A lt's just --

Q |'m sorry. Go ahead.

A The first year would just be for the
financial support. All the operational and the

customer service and the management and the technical

will still be through Sage Telecom |Inc.

Q Okay. So the manager -- managerial and the
technical will remain with Sage Tel ecom Inc.?

A Yes, m'am

Q Okay. And other the persons naned in
Exhibit D, are there any other managenment or
technical officers in the conpany other than those
mentioned today or included in your application?

A ' m sorry?

Q " m sorry. So there are none other than
t hose mentioned on Exhibit D?

A Correct.

Q OCkay. And | don't know if | asked you this
bef ore. Has Sage Spectrum, LLC, been granted the
aut hority to transact business in Illinois?

A No, it has not.

20
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MS. CHANG: May | interrupt? This is staff.

ADM NI STRATI VE LAW JUDGE BENN: Okay. Go
ahead.

MS. CHANG: It is true that Spectrum has --
Sage Spectrum LLC, has the authority to -- its
Exhibit C to transact business in Illinois.

ADM NI STRATI VE LAW JUDGE BENN: That's what |
not ed.

THE W TNESS: Oh, yes. ' m sorry. | just --
yes.

ADM NI STRATI VE LAW JUDGE BENN: Okay.
BY ADM NI STRATI VE LAW JUDGE BENN

Q So would you -- are you restating your

answer to say that Sage Spectrum LLC, does have

aut hority to transact business in Illinois?
A Yes, Sage Spectrum does have authority to
transact business in Illinois.

Q Okay. You stated in your previous
testimony today that you intended to provide prepaid
calling services in the future; is that correct?

A Your Honor, it would be prepaid | ocal

services and possibly prepaid | ong-distance.
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Q Okay.

A It would not be through a prepaid calling
card.

Q Okay. | just wanted to be clear.

ADM NI STRATI VE LAW JUDGE BENN: Al'l right.
Well, then, turning to what we have as exhibit -- is
Ms. Burt still present?

MS. BURT: Yes, your Honor.

ADM NI STRATI VE LAW JUDGE BENN: Previ ously, you
entered as Exhibit 1 the prefiled testinony of Andrew
Karl today. And so | will direct the court reporter
to add, noted as Exhibit 1, the prefiled testinony,
whi ch was previously filed on E-docket on
Sept ember 30t h, 2008.

Wth regard to -- you have attached
financial information as Exhibit E to the application
and you have also attached -- or referenced as
Exhibit G a confidential chart of accounts.

| note that | have received fromthe
company as filed on E-docket on September 4th a
motion for confidential treatment of the financial

statements as well as the confidential chart of

22
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accounts for the applicant.

Is your intent to bring these -- bring
this nmotion pursuant to 220 Illinois Conpiled
Statute, Section 5, dash, 109 of the Illinois Public

Utilities Act?

MS. BURT: Yes. Also with respect to
Section 200, dash, 2, dot, 430 of the Illinois
Adm ni strative Code.

ADM NI STRATI VE LAW JUDGE BENN: Okay. I n
addition, | note on your notion that you're seeking
confidential treatment, as | stated prior, all the
financial statements of the manager as well as the
confidential chart of accounts of the applicant.

MS. BURT: That is correct.

ADM NI STRATI VE LAW JUDGE BENN: | am noting
t hat you are seeking that treatment, but | do not see
in the notion where you're stating the length of time
you're seeking the confidential and proprietary
t reat ment.

How | ong do you intend to seek that
cover age?

MS. BURT: We would request that the period of

23
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confidential treatment, if granted, be given for up
to three years.

ADM NI STRATI VE LAW JUDGE BENN: Okay.
Ms. Chang, do you have any objection to the notion
for confidential treatment of the financi al
statements and confidential chart of account for the
applicant?

MS. CHANG: Your Honor, staff has no objection.

ADM NI STRATI VE LAW JUDGE BENN: Then | will
grant the notion for confidential treatment of the
financial statements and confidential chart of
account for the applicant and recommend to the
Comm ssion that those documents be afforded
proprietary treatment for a period of three years.

Counsel, are you also entering the

ot her attachnments as stated on your application as
exhibits into the record, namely, Exhibit A, which is
the list of contacts?

MS. BURT: Your Honor --

ADM NI STRATI VE LAW JUDGE BENN: Exhibit -- 1I'm
sorry?

MS. BURT: Yes. Yes, we would ask that it be

24
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entered into the record.

ADM NI STRATI VE LAW JUDGE BENN: As well as

Exhi bit B,

MS. BURT:

the certificate of

Yes.

entered into the record.

ADM NI STRATI VE LAW JUDGE BENN

the other exhibits, Exhibit

Exhibit F, will you be also entering those into the
record?
MS. BURT: Yes, your Honor. We would,

li kewi se, request

formati on?

C, Exhibit D, and

that those exhibits be entered.

ADM NI STRATI VE LAW JUDGE BENN: As well as

Exhibit G, which we previously discussed is the

confidenti al

MS. BURT:

Correct.

chart of accounts.

ADM NI STRATI VE LAW JUDGE BENN: Okay. Any

obj ection,

Ms. Ch

MS. CHANG:

ang?

No obj ecti ons,

your Honor.

ADM NI STRATI VE LAW JUDGE BENN: Okay . Then

will also direct

addi ti onal

previously,

exhi bi

whi ch

the court reporter to include as

ts what we have menti oned

i's Exhibit

3,

bei ng the contact

Wth regard to

We woul d ask that that al so be

25
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information for Spectrum, LLC; Exhibit 4, the

certificate of formation for LLC -- for Sage

Spectrum, LLC; Exhibit 5, the authority to transact
business in Illinois; Exhibit 6, the management and
technical qualifications for the conpany; Exhibit 7,

the UTAC and I TAC fornms; and previously referred to

as in the
Exhi bit 8,

accounts.

moti on for confidential treatmnment,

which is the confidential chart of

(Wher eupon, Applicant's Exhibit
Nos. 3-8 were marked for

identification.)

ADM NI STRATI VE LAW JUDGE BENN: Finally,

Ms. Chang,

| didn't ask you if you had a

recommendation with regard to granting these

certificates to the applicant.

MS. CHANG: Your Honor, before | answer that

guesti on,

| have anot her question for the applicant

as well as for you that | wasn't clear on.

ADM NI STRATI VE LAW JUDGE BENN: Okay .

MS. CHANG: Ckay. In this testimny, M. Karl

said that

they also seek authority to provide prepaid

26
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| ocal exchange and interexchange services.

further, the applicant

to provide

staff wasn't

recommendat

of pay phone services.

And this was

i on.

sure how will t

his be i

ADM NI STRATI VE LAW JUDGE BENN

was ny intent to include

exactly what

t he applicant

in the testinmny,

ncl uded i

And

may al so provide access |ine

but

n the

Actual ly, it

in the recommendati on

has been seeking,

the | ocal and interexchange authority.

If M. Karl or

counsel

whi ch

would like to

poi nt out to me where you're seeking authority for

pay phones,

| would entertain that

THE W TNESS: Your

Honor, this

Regardi ng the pay phone service, it

separately.

is Andrew.

woul d not

we don't wish to provide pay phone service.

just be for

access line service.

be a conponent that wil

be

i ncl uded

ADM NI STRATI VE LAW JUDGE BENN

MS. CHANG: Ckay.

ADM NI STRATI VE LAW JUDGE BENN

fine then,

counsel ?

in the t

Okay.

Okay.

be --

It wou

ari ff.

Il s that

is

I d

And this would just

27
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MS. CHANG: It is. It nmust be ny
m sunder st andi ng.

ADM NI STRATI VE LAW JUDGE BENN: OCkay.

MS. CHANG: Okay. Yes. This is staff, Karen
Chang. | have a recommendation for Sage Spectrum,
LLC; that their request for 13-403, 13-404, 13-405 be
grant ed because the conpany shows technical,
managerial, and financial strength that will be able
to provide this services in Illinois.

ADM NI STRATI VE LAW JUDGE BENN: Ckay.

Ms. Chang, | will accept your recomendati on and
consider that along with the record in preparing a
recommendation to the Comm ssion accordingly.

Is there anything else for the good of
the record today?

MS. BURT: Not from us, your Honor.

ADM NI STRATI VE LAW JUDGE BENN: Anyt hing from
staff?

MS. CHANG: No more things fromstaff. Thank
you.

ADM NI STRATI VE LAW JUDGE BENN: OCkay. Then |

will mark this record heard and taken, and thank you
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for

your

time.

HEARD AND TAKEN
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